B4 A5 2883

11:16 [AGL CORPORATE SECRETARIAT + 91988999279
AN
JAGOQ0070

4 June 2003

Ms Pam Ross

Manager, Company Announcements Office
Australian Stock Exchange Limited

Level 4, Exchange Centre

20 Bridge Street

SYDNEY NSW 2000

By facsimile: 1900 999 279

Dear Ms Ross

{NSURANCE AUSTRALIA GROUP LIMITED (1AG’)

Market Update Briefing

HO. 691

insurance Australia
Groun Limited

ABN 60 090 739 923
388 George Street -
Sydney NSW 2000
Telephone 02 9292 9222
Facsimile: 02 9292 5072

iag.com.au

insuranoe
Australia
Group

Further to the Company’s announcement this morning in relation to the
above matter, please find enclosed Parts 3 and 4 of the Market Update

Briefing.
This now completes the lodgement of the above document.

Yours sincerely

e

Glenn Revell
Company Secretary

Attachment (51 pages)
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Insurance
Ripstyata
Graup

Reinvigorating our cu

: ‘.“Lj".t(.aryn Baylis .
roup Executive, Sales & Mat

IreLmance Australia Gup Limited
ey ABMBD (073002

Overview U
1AG

Insurnce
Aust=ia

Background - e

What do customers really want?

How will we deliver?
— Qur strategy for delivery by 2005
— FY03 deliverables
— Getting it Right

Customer and people henefits
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Background & rationale ‘A%
1

; A ‘ o o Irsurance
Rationale Objectives Australl

= Qur current custamer retention & acquisiton * Respond 1o the needs of
peformance is good, but pressure will cuslomers
confinue to increase ]

= A= the clear number one player, wa are the * Improve retantion and
main target for cur competitors cross-selling through &

» Retention Is typically diffieult during periods customer-led customer
of integration axparience vs product — led

» Experience In US and Europs shows offers

© customers are bacoming more disloval, even
in one stop shops » Create step change

» There i5 a loss of trust from Ausiralian differentistion betwsen IAG
consumers genarally, parbicuiarly with regard and iis compatitors

o large corporations
= Australian consumers feel as if sarvice is = While preserving risk/pricing
slipping, ptlcing is “ticky" superiorty

B ol o g (e M. FE W RS
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What do our customers really want? (E
IAG

hsurance
Aurally

CUStomerJS i runcr.i:snal_ oo aroup
insurance choice i
is driven by a
combination of
needs and is

Iar99|y about what BEEI . Péﬁ;"‘;ﬁw
customers feel —  [isid fesing pofectes | Ciatty

Er?uunavn?eds :_.L
they make o Conol
rationally charged. ‘
emotional

decisions

Ausially Beoyp Linitad
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What do our customers really want? w
What we deliver ‘ IAG
" B j . R Irsurarce
Eunctional benefits Emotionz! benefits S
AL d derved frorm
nd. How
I when buying or
ncing the brand
Help me with the basics’ ‘ *Help me bayond the ciaim’
*  Make it gasier ta buy and cigim = Genuingly help tne
«  Efficlent servics « Giva ma b_enaﬁts averyday, not just
+  Affordable pices when | claim ‘
+  Prompt payment of claims + Simple, easy to undetstand and right
- - cover
= Stand by me in an emengency
+  Fingnciafly stabla * Sourd stable company
«  Knowladgeabla, approachable staff
= Understand our relationship,
acknowiedge me and reward my
lovalty
+  Honowur my claims
~* Confrinte fo my cammunity
T u (i'iﬁ selc  pog Gﬁ;‘f By, fEmi w4 A IR naﬁmﬁ?:;amp L‘WS

How will we deliver? (?ﬁ
1AG

Trmutare
Qur focus Customer Austrilin
today

A phased approach in our delivery

| Ity Group ; '
e oya s
Brandea "

experience

Predictable
experience

Random
experience + Consigtent
: = intertional

= Phase 1: Operational efficiency and capability (io June 2003)
= Phase 2: Quality customer service impravements (behavioural & process)
{to June 2004)
* Phase 3: Channel enhancements / service differertiation / segmented
offerings f customer racognition and relationship management
(2005)

fraurmnes Austraka Group Limibed
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STAFF BEHAVIOURS...

How will we deliver?

Critical success factors

Recognising the: customer a3 a -
perzon and as a customer -

Speaking cleatly -
Being friendly and helpful

Taking the time/being patient
Actively listening/taking an interest )
Knowing the produst .
Following up as promised

Showing empathy when customer
claims

Source: Custonar Research Resuls suly 2002

Millh g solo pgg (sew
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Q

1AG

InjuRnce
Ausarallz

PROCESSES... Group

Easy to get through to a person

Quick to get through to a person

A clear, intuitive’ process to purchaze
or renew

Explain the process

Easy to understand brochures and
policies

A clear process fo resolve problems
and claims

Convenient claiming - a8 streamlined
as possible

Dealing with one person when claiming

*.' o Avestralla Growp Lirited
ABNE 000 TR 328

What have we delivered?

» New operating model
- Bervice
— Sales
— Raesolution

¢

IAG

Inacirace
Aumrala
G

» Major productivity drive in last 12 months
—  Productivity per FTE up by over 10%

[t

trsurance Auotalia 2roup Limibed
AEN €0 090 TH 423
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Improved renewal rates w
| IAG
e . B

aEnup

o
=
L

% Renewed
(-]
£h

80
75 1
0
N3W CTP NSW Motor NEW Home NSW Home Home HPAC
Bldg= Conments
EHFY02 MFY03YTD
— L“gﬁ 0BG C‘E:' Wy, jmm W EFETM??EEE"“’”“MQ
Increased claims satisfaction (lé
1AG
NRMA/SGIONSGIC ) 'ét:,g%?:?
90%
.E 86%
7
£ B2, - ;
E Fo%
E T8% -
]
® 74% A
70% ;
Dec-01 Jun-02 Dec02

o fasem = rprares Aunrrala Group Limted
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Reduced customer complaints (@
| IAG

Insurarce
]
Group

2000 5
1730 1

-

th

o

=
I

1250
1000 4
750 -

500 -
250 '

Dec-01 Jun-02 Dec-02

Manthly complaints

. - g spr (oo mem. G W iR
What have we delivered? U
“You can reafly only manzage service quality [help] through el

culture because you can't be there during every transaction”

Berjamin Schinsider and David E Bowen
Winning the Service Gama

» Comprehensive. customer research - completed

+ Staff developed service standards & service
performance monitoring

h@ﬂ- b]:ﬁ saia % CG“ B "f_‘:" i mﬂeﬁmmmwwmm
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Service standards — committed to by U

our customer contact staff v
nsursnce
To help our customers 1 will: et

1) Make myself available

2) Addrass our customers’ needs in an aecurate and timely manner

3) Acknowledge aur customner as an individual and recogrise their
ongoing relationship with 1AG where appropriate

4) Interact to build rapport and minimisa periods of silence throughout
the interaction

5y Promota the benefits of IAG to influance thekr choica

6) Take responsibifity to stay fully informed abouwd ali refevant products
and services

7} Glve accurate information in a clear and concise manner and
confirm our customers' needs have been met

%) Take responsibility for completing my part of the inferaction and
ensura any handover is completed appropriately

| wilt proudly represent and uphold the professional
image of IAG at work and in the community

o s gme G mem. WM BRSO
Service performance monitoring w
| IAG
Standard: | will promote the benefits of purchasing i

IAG products

Question: How well did they explain the benefits of
choosing their policy?

Customer informs us which experience they had  |Performance

— ALore—]
Staff ppgag:ti_ve e Xy ained-the benefits.of heir pgﬁc\r
7
| St=fE explained-the banefite when-askod
askod

* What custemers want is to have the benefits explained proacthely

-
& { [l esurnca Aumrstie Gews timibed
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Service performance monitoring w
' Insurerce
Standard: | will acknowledge each customer as an oo

individual & recognise their relationship
with |AG (where appropriate)

Behaviours:
+ Friendly & professional graeting
+ Respect, courtesy, good manners

= Eye contact
« Treat customer as individual
= Usa customer’s name

A00%%
Target S

Customers’ critical success factor

= Recognitlon

Staff identified
you by name

%

— - i
r - Irsiance AUSYRIR Group Limied
iHa "E’:ﬁ ?OEEG O Bmm. NPT 4 A8y 093 728 8
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What have we delivered? )
“You can really only manage service quality [help] through A

culture because you can't be there during every transaction”

Benjamin Schnalder and David E Bowen
Winning the Service Game

-

Cormprehensive customer research - comipisted

Steff developed service siandards & service
performance monitoring

Conducted face-lo-face sessions with customers

Clarified managers roles / coaching style

« Developed reward and recognifion programme
(rewardhelp)

B B e g G omem. W M I

rewaita wee 16
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Reward and recognition (Q
| IAG

Insurarce
Anatralla
Gran

« Pilat programme June 2003
- Sales & Marketing
— Personal insurance

- Company-wide launch 2004

o . o
Godter AGI0 gam \EAY Wam, FIMR LI -

7

LI

What have we delivered? O
“You can really onfy manage service quality [heip] through Avsmits

culture because you can't be there during every fransaction”

Benjamin Schneider and David E Bowsn
Winping the Sefviee Game

.+ Comprehensive customer research - compieted
= Ztaff developed service standards & service
performanca monioring ‘
» Condusted face-to face sessions with cusiomers
« Clarified managers roles / coaching style
- Developed reward and recognition programme
{rewardheip)

« Realigned performance management and incentive
strategy

; - . P FREURInGe Aurirals Briup Limited
FoT, L B o omw BE W SERSS

e 18 ]
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Australia
Graup

When we started
» Complex & inconsistent processes

PRCTNIt

f » Product-centric, rather than customer-centric
v business focus

PG TS

+» Manufacturing platform driving complexity

&
kit

« Business silos not encouraging cross functional

behaviour
‘g o e d N
Ueik  SGRO pogy \Eﬂf Rosy. SR ABN B0 030 733 &2

a 9

* O

it Right'

1AG
: — . Rirata
‘ « Insurance Australia Group enterprise wide redesign <zt
- that wilk:

— Deliver process and product improvements to benefit our
people and customers

— Reduce inefficiencies and costs of servicing
— Increase revenua apportunities

— Build a continuous improvement capability and establish
a cross-functional working approach

b

+ Scope:

- All customer facing and manufacturing sreas of the
business

- ﬂ‘@ - pmm e Insurancs Aualrilia Group Limiie?
e ot solo gme (oo mom, FRm W EERIRETY
H TSI AWCD .
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*:gﬂlﬁﬁ |

» Aston Associates facilitated continuous
improvement design and implementation process

- Design delivers process improvements that take an

~ end-to-end view of customer interactions; a
continuous improvement & cross functional

approach

Idantify gaps Develop lterative

arwl eollect R ?iﬂefwﬁﬁ:;s F| initiatives to procass of
data ’ | address gaps syndication |,

™ ) Finalise
Benefits Business units Approval at design with
included in - ] take ownership §—]  executive sign off from

budgeta of plans bavel tisiness

taeaaInACL

fams R .
Gmpe SE0 gom \g= Mo mal 2] Iy Austmtn G Uit

O

insurznce
Ausmlla
Group

k2l

*ﬁiﬁi@m IAG
Aypxtrlin
Phase 1: July 2002 - January 2003 -
+ 1,300 recormmendations from our people
+ Engagement at all levels of the organisation
+ 34 senior managers formed project design team
. Sponsorship by CEO and four Group Executives
o sk g (G me mE M RmRSETT

HO. 691
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%m «+ Resuits of a random employee phone w
ft Right poli

IAG

Insurance
Auatally
Group

» Awareness & understanding
—~ 96% of staff are aware of GiR (100% of managers)

—  80%+ of staff were able to list at least one of the
programme guicomes

« Commitment
— Almost 100% of staff believe GiR will beneiit customers
and the organisation
— B87% believe GiR will ba good for customers
— QOur people expact to see real improverments within a year
—~  Almast 80% of people belisve they will see real

improvements within the coming year, including 23% who
expect {0 see real improvements within the next 6 months

. ot . o ] simi W "
: e o o N ABN 60 00 739 870
MEBA G PENCTI e i oL

n

O

1AG
Insurance
Augtralla
Group
s ey B i e T o e S
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PR )
Getting it Right U
I
+ Redesign of our systems and processes "

Improvements to meet the needs of our customers

Convenience — save me time and make it simple

*

Recognition — acknowledge me as an individual

Value for money — explain whare my money is
going

Clarity - help me understand

B ol s g G omem, M g

llllllll ]

Getting it Right for our customers ‘Aﬁg
|

Invilamanee
Australiy

« Identifies the caller using information entered by G
the customer via the phone

+ Uses Computer Telephony Integration (CTi) fo pre-
fill customer details before the consuitant answers
the call

« Consultant confirms customer information with no
additional keystrokes

Irourenca Avsitraba Gmoup Umtad

5 2 mﬁ&? BGhe (oou Mo, o W L
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Getting it Right for our customers &(‘%

insurance
Austrelia

+ Automated underwriting during 2004 Sy

» National underwriting rules, guidelines and
principles

« Easier to provide a price that accurately reflects
policy risk every time

Irurnce Austrats ooy Uied

ﬂ@ [ . e "'
M@ omEc SO0 g GV Wgm, FRT R

-+ Efficient business processes —eg

Getting it Right for our customers w
IAG

Inzzimnie
Austratia

* NEW ‘fant Bnd, } GroLp
— All direct proclucts and all channels

- Multiple quotes on one screen
— Signiicantly reduces the number of questions
— Usa of known cusiomer and asset iformation

» Flexibility to cater for customer needs and changes

“-‘ e Ayl Greup Limited

2;@: wﬁﬁ saio == ‘Q“Gi" - Bt ”!;“ AT () T 20 a
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Getfting it Right for our customers ‘A%
I

InmTance
Austrilia

« Single customer view by June 2004 for all existing &
general insurance customers
— Data clean up
— Viaw all customer information

« |mprovements and consistency in self-service
channels

» All general insurance payments can now be paid
on SGIO/SGIC/NRMA internet sites
(sgio.com.au/sgic.com.au/ ntma.com.au)

Trearanes Australis mup Limitnd

nide n@? sclo (oot Wom i WA ‘
o BEEC ATRU Mo, T ATN B0 000 720223 .

:::::::::

Getting it Right Q
| 1AG
= More than 430 initiatives in train : "

+ Improvements developed with our people’s input

Gradual improvements over the next 12 months

Already delivering real benefits for our customers

& o ; _
Lawzviee WG o - graTs i Irstrance Aumita Group Limied
jo  gmg gt Minm, ot

pummam
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lt Rtg
by
Auztralin
aroup

Phase 2: April 2003 — December 2004

430 initiatives to be implemented

« Over 80 managers driving the activities

Robust project tracking systems

CEC & Group Executive sponsorship confinues

P@A m’ﬂﬁ mcin m v e Tafa}g_ i IEATANGE ALFRIRNR SRR LTS

. ABN 0000 723 223
--------- - a0

* ' for our customers ‘ (ﬁ
R ’:'3

IAG

: ) b
- LDCEI prlnt éuﬂmtla

L=t)-]
— Improvements already underway

— Rolled into frontling areas by September 2003

— Base stationery down io 4 pieces from 56

+ Return to sender mail
— 1,000 fterns per month racaived
— New process has resulted in 85% success rata

* Pay by the month

— New process for credit card payment

*Dishonours decreased - advice time o customer from up to
2 months to 24 hours

-~ Affects 1,200 customers a month

== e, At G Li
;&mﬂ Fie =4 U;"’ o, [AATE g mwmmmsz&wp mm:?

.........
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..Iﬁim for our customers w

Tt Right IAG
Asnalls

. Delivering a single customer view & new frontend” &3

— 7360° view of our custormers
—  Access to this information enables us to re-design our
salas process
3 Reducing processing time by 30%
— Prevides a national platform and a consistent outcome
across all channels
— Speed of service improvement
¥ Reducing from 19 screens 10 5
— Provide frontline staff with information that allows them
to treat each customer as an individual and resolve the
customer enguiry at the first point of call

= b g G e R W ETRERC o
. 3 -

PuspEsame

fﬁ sing  TOT our customers - w o
¥ It Right IAG ,:;\
et

(CTIl) Computer Technology Integration - G .

« Two stage process
— Replacement of existing IVR technology with ‘state of
the art' systems that will enable IAG to automate
substantially more of its telephone based business
~ Intreduce CTI (screen popping) technology that will:
¥Reduce the need for call centre staff to engage in routine
customer identification and data collection activities

#Enhznce the telephone custormer experience by saving Cy
time through Tocused' self-identification -

*Pravides the delivery platform to Introduce Natural
Language Voice Recoghition

rsurance Aumirats Group Limtted

: saio oy e e e
'@T e ol C\_\ MmO ABN B 790 T 2% u
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* e TOT our customers
e it Right

% O

1AG

Insuranoce
Ausirabz

» Development of customer focused high quality araun
tender centres — ‘white glove service’
— Availability of value-added services such as valets
— Improved repair quality through higher use of PSRs

« Automated underwriting — national standardisation
— Standardisation of underwriting and product features
—  Moving to nationally consistent product set
¥ Reduces complexity
¥ Eliminates unnecessary duplication
* Enables a consistent customer experience

AR ED 030 T

sl &azs-’.@g solo  sgmc @ o, G WA b mietn U
‘ ]

Customer benefits (@
» Targeting improvements in the key drivers of i
customer satisfaction '

— Easy and quick to get through to a parson

— A clear intuitive process to purchase or renew

- Proaclively explaining benefits

— Problem solving - .

— Convenient claiming — as streamlined as possible
— Staff helpfulness and recognition of individual

— Knowing the product ‘

‘ e Irerare ot Gy it
WA Q‘E@ =f0 poge (CEE W, W AEN G 09073 923

smmumance af
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Customer benefits (@
IAG

» Getting it Right and behavioural change iniiatives  &5"
aimed to improve in these key areas of service
delivery
— Aim to increase by an average of 22% in FY04

+ Benchmark performance identified
— 6 monthly tracking and reporting to occur in FY04

B el e g o mem. Pk W mmimmmemeln
People benefits | (lﬁ
Key indicators from survey of our people o
= Ipvolvement May 2002 — 47%

May 2003 —72%

» Customer focus - May 2002 - 77%
May 2002 — 83%
« Around 70% believe we are managing change

initiatives well and that these will deliver better
performance

+ Progress made — targefs for FY04 now being set

et wl s oy Wymm, i B rmmeemseksasum
e ek ABN R o
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IAG

Insurance
Agsrraita
Grougy

Live & breathe help

FATE: Wi oz Ao Giroug Lirted

'i@‘*_ﬂ £cin = (S’fj B, T BN £ 09} 778 823 »

rerusamen

;_3‘

L

)
IAG

I ranes
Austrslia
Groug

Questions

5

¥

Inmrance Auiralis Group Liitid
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Technology Services:strate

wi

¥

Irsurance
Auzialls
Croup

ingurncas Auxtralin Group LiTiead
FBM &0 0An 39 1)

Overview

+ Improving our business performance through
technology

= Integration

» Technology transformation
— Infrastruciure - the [BM in-source

— Applications architecture

« Benefits

m{f soio ggm ‘*»ﬁf"’ Wm ewrE WA

il dRnng

&‘% |

[T =
Austredia
Graup

Irmnrmnce Australia, Geogp mted
AEN 60 050 703 973 .
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Improving business performance w
through technology 1AG

Insurance
Arigtralia
Group

Balancing business priorities and
technology transformation

Leverage

© Flexibility

 Capability

- i .
ﬁ O | e - ‘ mxurmncs Australie Group Lmited
. dopre RO BSOS \‘_“J‘-‘Gu Vo VT 1 AN £ 130 728 523

Cekciacd 1

Q

I1AG

- |I'ISL'I3HFE

» {mproving our business perfarmanee through B
technoiogy
» Integration

4

Technology transformation
— nfrastruciure — the iEv;M n-sRurce

— Apptications architecturs

a

Benafits

Bl oo g b o, leer W i
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integration — supporting the business ‘m‘%

Instiance
Austrafiz

Optimising our business model to support the achievement of P
tha $140m synergy benefits committed for Australia is on track

Business

. Direct Partners Intermediary

distribution BN Giciribution Jll distribution
1A

cammercial

Fraud secuiity
& risk sofution

CGU short-fail
claims

FLI sk -rating

1

1/AG Intranet,
R Cominercial  RranaEagEele

Personal Personal Lines ‘

 Lines

| ‘Cll:l_lltl..ll“'e & Reputatlon -~ HR

Eniefprfse Risk & Group Actuarial - R&D

. érbup_finan&e '

HO. 691 Pa25

Integration — Technology Services w
synergy benefits IAG

Imautance
Austrain
Groug

+ WAN rationalisation

- Rationalise software contracts

» Reduced cost of web hosting

+ Leverage our Optus relationship
Wy FTE reduction

 benefits

Realisation is on target

w® e s o B, e it
"

bk dd b

[t w4 Inssmeanca Fusiralia 309 Limitart
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III\(.':
nafance
- Improving our business performance through B
technoiogy
= integration
+ Technology transformation
- infrastruckirs — the |BM in-source }
— Applications archifecturs ]
+ Repefits
f ' WER t:,!,‘?;.ﬁ SGRY ﬁ :.:Ei‘?-l R aﬂ:m | £ ‘E%z?;“;z?m”m
Technology transformation (@
nsurRAnce
: + A programme designed to simplify & update the i
technology environment
» Principles
LN

- Technology Services costs to be kept flat

— Savings from initiatives undsertaken will fund the

P investment in technology to support IAG’s future
competitive position.

-~ A gradual process

— The transformation will not compromise integration

Ty

“@ :__.. ] . Inaurance Austrslly Graup Lmied
semdor 8GR0 fgig LA PR B L R

vk il b =
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L=

technoiogy

&

integration

L ]

Beneafils

o

1mbdd Lagd

- Applications architaciure

Technology transformation

' "y Imminee Ausiralla Group Lmind
gt sof g (oo e, ver WD mmmhonnge

O

1AG

Wsurance

improving our business performante through "

— Infrastructure — the IBM in-source

7

rationale

JTueprqgranune

* The desktop strategy

+ IBM in-source of service
cenire & support services

« Mainframe peak load
management, storage &
software rationalisation

[- Mid-range hardware

platform rationalisation

et e

/

: ; I _ \mtrones Austrwlas @OUE Limited
rofn '»_’ﬂ?ﬁ s R R @m0 i N R

.Infrastructure — the IBM in-source w

IAG

Im3uimnce
Avstralin
GrHp

Rationa!e

To better leverage resources
and suppliers while gaining
control over cost and service

Add value by focusing on
business issues not managing
complexify

Deliver integration benefits and
fransformation activities

0

HO. 691
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|




&
i,

B4 A5 2883

Ve

11:

16 [AGL CORFPORATE SECRETARIAT + 9190E999273

Infrastructure — the IBM in-source (@
desktop IAG

{nsurance
ALzl

= Afl new desktops — nexd 12 manths S
l- Compatibility and lower failure rates

Update hardwars

Moving to Office XP & Microsof, Outlook
Consistency and reduced support costs

Update sofiware

New self-help tools and service cenfre
Service tools tools designed for remote seérvica
Reduced service costs and less downtime

Investigate future »  Wirelass capability, PDAs
~ mohbile computing » Better support for field staff
v

Fa -
- = ¢ Snpamanca Ausicay Group Lintted
g W0 IR \SW g, e M S v

ABH 80
"

[T

Infrastructure — the IBM in-source w
support IAG

InGiven e
Aurziralia
« A new service desk to ba infroduced &=F

= Based on the current CGU model

Leverage . 4 ' |
. CGU capability -‘ Staffe byolur people

[T TTITrEE -  Daosigned to maintain agreed service
i levels

Service desk

+ Incremental impiementation/handover
Handover and managed in partnership with IBM GSA

timeframe * Fully implemented by end of 2003

%ﬂf‘}iﬁ- SGAY ﬁ i @ B 'sﬂ,'ﬁ wd Insuranca Ausirats Group Limftod

ARN 0 030 733 123
1z

oeLibduti

HO. 691
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Infrastructure — the IBM in-source w

mainframe IAG

o o —— I'ISL,TQH_I:G
Rationalise .+ Lease a new mainframe Ausrla
and update »  Reduce the number down from 3

+ One consistent preferred technology
storage platforms + |mpraved business continuity

Consolidate the

+ Application by application by end of 2003
+ Dne operations centre : ~
= QOutsource data recovery services

Progressive
in-sourcing from IBM

= Software rationalisation, reducing licensing
. Simplify the costs

SIS CHBIRDMIGHIS LN - Reduce utilities to optimise system

performance and betier manage resources

A

;4 4 . [ Wi Instirmnis sl Eroup Lmilsd
Honr SO0 EE W o, T Agh ) 00 133 923 ,3

schd Leid

Infrastructure — the IBM in-source w ‘;' o
mid-range IAG a

insumnce
Australiz

Group

« Reduce servers from ~55 to ~20
+  Reduce hardware providers for better

Hardware

consolidation

laverage
Consolidate the Leverage technology across mainframe,
__storage platforms mid-range & NT environment

Reduce number of management &
Rationalise tools support {ools B
‘ ST Maove to an internat data centra

s . imw wd trsuranng Aueimits Group Limltd
Lhpvies  SGH0 SO0 gmowe wTE A 60 05 738 595
. i
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Q
1
« Improving our business performance through S
technoiogy
= integration
« Technology transformation
— Infrastructure — the IBM in-=ource
— Applications architecture
= Benefils
wl oo g G men e W e
Applications architecture - w
long term end-state IAG
Ausiratia
Grgup

- 4—, Cusgtomer
..--""_'F T iy 1""'--;_\_‘ _\-"—‘--_‘ e S

o - # - -

laims Business Partners

‘%ervices

I nance S R H Incurnnce AL A
el LlpphF.H‘S EpBII"E‘:I S Analysts ]ABN B 0 rgmglhgzgmun Liesied
1w
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Applications architecture — w
supporting core competencies IAG

Insurared
Austrlia

Key functions will be exparted and redeveloped into &
discrete components

Pushing to shrink our older systems... Front-Office

I N e S

PMS BONUS HUON

Common
Services

rpumnce Ausrdlia G |imitcd

Pushing to shrink our older systems... BN B 20730 923

17

Applications architecture - w
supporting core competencies IAG

Insurance
Australla

Supporting customer service and the value proposition e

+ Delivertools to provide a single
customner view for all existing general
insurance by June 2004

« Provide uniform source of customer
interaction information

ﬁ - Integrate with all sales and distribution

The single -

. customer view channels, product, fulfilment systems

and claims processing
= Ensure customer experience Is
consistent

+ lse existing cusiomer information
\, without duplicating inforrmation requests

‘ ; (e . e ferstalle G Litiod
ST, PRI oL L L

it "
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Applications architecture — w
supporting core competencies IAG

insurance
Australla

Supporting customer service and the value proposition 23

End-to-end

processes

.

of

Tmkani

\ -

\ P ! Aprieally Group Limied
Gl oo g oM Bem, e M e

Develop new web-based front-end
system, based on Sales & Marketing
and manufacturing needs

More flexible process model with fewsr

screens

Leverages existing customer and asseat
knowladge to make more informed
underwriting decisions

Able to respond guicker to product
changes and enhancements

More user friendly and hetter help

kL]

Applications architecture — w
supporting core competencies IAG
Supporting underwriting and pricing for risk :%“ééf;p"“

Exporting the
ing engine’

.

tifise user-friendly standalone rating

and acceptance engine, networked to

muliiple front-end systens

Underwriters can run scenarios and
change rating rules directly for
immediate implameantation

Begin by implementing the Group's
Personal Lines underwriting rules for
CGU Personal Lings policies

Able 1o respond quicker to product
changes and enhancements

Improves tactical response capability
arotnd pricing

Inzurancs Ausiralle Group Limitid

: G W
o, 1 AT 0 T

o

HO. 691
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O

IAG
| iy
« improving our business parformance through roup
technclogy
+ Integration

-

Technology transformation
— rdrastructure - tha |BM in-source

~ Applications architecturs

Benefits

‘l ¢ Frare Iraxanoe Aueiraiin Grong Limited
V@ﬁ J;g ' oGy Pt w4
[Py E= #aw m \_ﬂ_ Hu‘“n PRI AEh 60 040 728 B o

Benefits ‘ Uﬁ

1AG

Insurance
Autralia

Achieve synergy benefits for CGU acquisition s

Reduce overall IT costs in the medium term

Better leverage technology

More flexible .

Faster

improved capability

Better customer service

¥ ; Py (¥} wrsiuianga Ausirfin Seoup Limilsd
ﬂ@a Umrdpr  BGIG aE £ B [ e T s
s N k 2
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, ot
The impact of climate chang -
insurance ;
Tony Coleman VA
hief Risk Officer & GroupActuary
e 2003
B N I
Overview | (@
_ IAG
+ Climate change - core business for insurers i
+ Storms & climate change — a case study
* Other implicétions of climate change
« Insurance Australia Group’s response
= Summary
,@ # o g - [ & Inuuranca Aurtoyl i
s ‘-'u-.k‘-"'ﬁ.-;w o m @ E;‘TT.",, L REATD mmunu;g‘lggmwl' mz
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Global temperatures have increased (@
1AG

- - . . . SLNanCE
-8, L A U T T T T sl
B ) E. roup

&
3

Beparieas In tomperahie [+
frain the 1 S T=158T avirags
3
&

Lt By -

E 3

i [ Daia from thewmoiaters. | 3

3.} L H L — u } L o i i — 1]
1880 1880 18041 1820 F1:T 1% 1968 10e0 i ]

records began
= Further increases are projected

F - ) .
H el I Aucitgalia Group Umilsd
WA e sGi0 L~ @ By, et WA AEN 80 G 755 95

rerbnb Ldce

E

Weather & climate are core business (lél
for insurers IAG

Insiance

« Insurers calculate, price and spread risk across the  &3%°
community
= Claims paid represent largest cost of an insurer
(claims > 80% of horme and motor premiums)
« Iffrequency or severity of claims increases insurers
have to
— increase premiums andfor
~ mitigate risk
to stay viable

« Climate change is expected to increase BOTH the
frequency and severity of claims incurred

[CTTT

i ual oo g oo me w W mmamnesei

4
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Who will bear the costs of climate w
change?
» Higher costs borne by the insured community via G
higher premiums
* Uninsured will bear losses directly unless
government helps them
* If some risks become unaffordable to individual
policyholders:
— insurance cover will be eroded; and
— the direct cost of disasters to the community and
government will increase even more
— %‘g S ] @ wm, (T M R

B

A few extreme events cause majority of
losses

F160,000,000

s10000,0004 —

More of these events wil

acarii NCTERos

ﬁ:«fmumo . // .
'

T60,00,000

40,000,000

F:20, 6600, 00K

]

ff@&&&? “’@‘}”j &J?f 2o

Source: NSW, NRMA Building insurance - Top 20 Stomm guents $987- 2002

M e b gmg (G mem, e M

O

IAG

[nsveance
Australia
Group

Ineyranca fugtolly G Lmisd
ABM &0 080 T2k 823

&
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Small changes in mean climate can
increase damages dramatically

O

Insurance

s Austraila
Hazard Cause of change | Resulting change faroup
In hazard in damage/loss
Cyclones 3 2.2 °C maan Increase of 5% {o
storms temperature 10% in wind speeds
increase
Drought 1°C mean Significantly longer
femperature droughts because
increase evaporation up 20%+
Floods 25% increase in 30 | Flood return period
minute reduced from 100
precipitation years to 17 years
Bushfire 1°C maan 17% to 28% incraase
temperature in bushiires
increase
e oo g G pe e W e

Tt el

7

Small increases in wind speeds can
significantly increase losses

70

g & 8

% increass in dameges
g

200 1

Undar 20 knats

25% Incresse in peak gust causes
B50% increase In bullding damages

20-40 knots

Source: NEW, MEMA Building Insurance only

etz

soplminys

samﬁ’\ﬁ

o fgmars LA

AR50 knots

50-60 knots

O

Insuranae
Australla

Grolg

Iigaranna dzirally Grwn Limisd
ARM G0 000 730 423

-3
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Climate change — implications for
insurers

« Situation exacerbated by demographic and socio-
economic frends

» More intense and/or more frequent extreme
weather events such as
- Floods
- Thunderstorms and hailsiorms
= Gyclones
- Bushfires

e

i and

$

Insurance
Auztrallz
araup

Inguranca Auaealia Group Limited

Uepe  SGR0 F -] K&f"‘ B Fiwars _n"l ABM 6D 0G0 729 92

—

Storms & climate change
— a case study |

¢

IAG

Talrance
Australia
G

wd Inaurance Auahafin Gisu Linid
Al 6 o0 730 923
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Historical annual losses from storm w

Insurance
Austialln
- Group
40
am
E 00
“
w
E
am
53]
100
]
o
z 2 = o @ 2 5 u
EEiEIREEEEElfE
s § f 53 3§ 8 EEEEEEo;
Sowce: NSW, NRMA Insuranea only
F@“ mr_g E o o ot [ Rtk i I A Grop Limid
iy <" \.__W B L ABN G0 50 739 523 B

April 1999 hailstorm - highest Insurance w

loss from a natural disaster in Australia IAG
‘ Inzrance
Australa
Graup
1,800 e
‘g 1,600
G 1,400 4
2 1.200
£ 1.000
£ 400
% 600 -
= 400
¥
E 200 T
S ..

Pl e s PRSI PSP
f@fffﬂyﬁﬁﬁﬁyfﬁﬁf

e e Sef0 g feU e fed M bomeeseescmeume |
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R

oo \ ;
: ki AL\ <= 21111091

"-" Many people and
gl properties at risk

141411999

18/3/1990

3110/1986

How will hailstorms be affected by w

climate change? IAG
- Different implications under various climate change 525"
scenarios

+ Very little research in this area at present
- Historical records become less relevant

» Modelling and capacity to predict become
extremely important

! ! e et In Australla Graup Limik=d
ﬁa&ﬁ soio gge (cou mem, Iwer A L

Frhpdducd i

HO. 691
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Insurance Australia Group's w o
storm modelling & climate change IAG
+ Cutting edge modelling — using state of the art R 1

models and technical expertise o
- Initial analysis based on the April 1999 event €

How rmuch larger or more intense is possible?

How will their characteristics and behavior change?

» How much more likely are thay to ocour?

*

The answers were surprising!

w e s Insimcee AuSTIEY Gmap |imEnd
B dunwe SO0 Qg G Jom. et W e

Area affected
by 8cm hail

HgE B %

pRn SN o
TR

e
i

Ry )

Gy dpe v

- April ‘ i
1909 '

Storm
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How could this happen? (}ﬁ
» Produced by very small changes to three key fumeata
parameters
— Wind-shear

—~ Sea surface temperature
— Atmospheric stability

= Of these, sea surface temperature is absolutely
related to climate change. The other two may be
related

« This is a good example of how small changes in
climate can have dramatic impacts

d - T A Insurance Ausralls Sroup Limbed
D@ﬁ %g s5hn b Q’ﬁ”‘ - - oo L S w4 ABN WD 130 730 53

s n il 1

4

nsurRnce
Avstralla
Group

RTRTE L ] \naurance Australa Group Limited
. . Ann g ) 30 g5
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Economic losses >$10m from natural w
disasters increasing in Australia 1AG

Insuranze
Austraila

20

| —
bl
AL |

SELFEL LI T ESES LSS

Source: National Diﬁw Reaponss Crganisation Austraba

Ho. of natural disasters in Australia

Wt soio gEE & Ben, Mmoo
Global connections ‘ (@
= Climate change is a global phenomenon iy

+ The insurance industry is inteconnected globally
via reinsurance

» The price of insurance is in part determined by
global dynamics

= Major weather events in North America and Europe
(hurricanes/floods) will impact on the affordability of
insurance in Australia

= The economic impacts of climate change do not
stop at national borders

(- A I Fuatrals Group Limiled
el ,&wﬁ soio  gag esr mms, feed B EEEAd

-
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Number of global disasters is
increasing

O

IAG

fnzarae
Australia
Group

e

X trmdein

I Gtk vk KoK ntich

Sowres: Munich Re
T T L
st =
-

ABH 60 000 749 A13

bk mlld w2

21

Cost of global disasters is incréasing w
IAG

Insurancoe
Ausmalla
.. G
!lﬁi-e
i = - i
' A ] ‘
N . n
5‘ H
. tEconomiclosses | ]
dotiblin fiwwmyezgm—u_ 18«
- St e ? .-J.!-_u-vm._ i .n
At s =
v i )
| e -
i o

B frommoi: v 12017 valunds

o5 ol ik B b GO0 Wk
- T it Y A
o B uREred S

Sourse: Munich Re

AR B a0 730 622
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Catastrophe reinsurance price index

25 S

Hurricane
Andrew 1992

™~

ha

-

Relnsurance Prica Index
=

o
n

0 Y T T T T T T T
1984 1986 1988 1950 1992 1654 1586 1998 2000 2002

Gource; Liayds

kil

e PP Insuronos: Ausirg
’ﬁ" Mtﬁ S0k - "\i“;_u B, PR w4 A5 80 060 77 523

O

I1AG

Insurince
Australia
Graup

Iy Grpu Limilad
3

Our response ~ research & policy

» Research
—  Weather related risks and climate change impacts

- New products and services that create business value
and enceurage susiainable behaviour

* Proactive polity
— Support initiatives that reduce greenhouse emissions
- Procurement policies that favour energy efficiency
— Internal energy efficiency initiatives & KPls
¥ Measured as CO?per FTE '
# Airm for FY04 Is to deliver the foliowing reductions
= 15% in paper usad
= 5% in fuel consumption
= 5% in kilomeires of air travel

o

ELIL T IV )

O

1AG

insurznce
Antralin
Gioup

; . s iraTe irenwance Ausrola Gmon Limbad
domreEw SGRO ik \;-'fr B, FTE w3 ABM ED 00 735 071
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Our response — public &
stakeholders

O

IAG

Inzurance
Ausraifa
Group

Risk reduction initiatives with our clients such as

early warning broadcasts for storms

Education programmes on sustainability issues

Encouraging parts repair and recycling programs

with Preferred Smash Repairers

Advocacy around adaptation and risk mitigation

Iraurarce Auakafa Group Limbed
AR BO DI Ti9 923
Pl

Summary

Our business is directly connected to weatherand &

climate and changes to it

v

1AG

InjLRNCR
Auztralia

Small changes in climate can impact communities

and increase damage dramatically
As insurers of the risk, the industry is the

barometer of the impact of climate change on the

economy

Adaptation is not enough, mitigation is also needed

Insurance Austratia Group is responding, but

whole-of-economy and international action is also

required

nnnnnnnn

Inzurence Auwdiel Sroup Limisd
Afm 80 020 733 823
m
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v

e
Culture & values
‘Mike Hawker
hief Executive Officer
P

Five year strategy announced in May w
2002 ' IAG

Irgrance
Auirgiia,

Goals -

Core operations Top quartile total
shraraeholder return

premiur by
FY 2007 lo 56.8bn

waintain combined
ratio = 1009

Emerging opportunities Mairtair 'AA'

i category rating
m@g svio gEm (e M, e W SRIRERITOR

HO. 691
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)
Qur values U
I1AG

k.’uraﬁm
Ltralls
Honesty Graup

Meritocracy
Teamwork

Social responsibility
Transparency

Culture

“To create actions
that support people
development & a high
performance culture.”

B wl e gy G me W M ETEEO

[LTUTRY 12 2

{ People and processes | U
{ ° Insurance
« Evaluation ko
~ Talent management matrix
— Balanced scorecard
‘ ~ 360 degree feedback
- KPs
i © — ‘Inthe Zone'
£ — 'Your Voice'.
« Remuneration
L — Performance-based
Bl s e (e men. mE M mmRmeeee
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People and processes w
+ Training & development S
— e-leaming
- FSR
~ Leadership programmes

» Recruitment
— NMational model being developed

» Safety o
— OH&3 programme
— Intention 1o be self-insured

+ Internal communication
— Transparent, two way and continuous

g o " Austral SrRup LiTAed
g ,Eé? sclo g g mham,. eee WA momomine
< ’ 5

TARRLET

Talent management matrix | w
IAG
_ e
Parformance fraue

Management
capacity

v

Specialist

wﬁ%‘? safo o (*ciu Mo, e WA !ABNsom?sa;;primma

SuLung =g
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Employee engagement will support U
financial performance: case study IAG
' Insurance
Hewitt's client: Performance 1998-2001 e
£ 1007 18% 121, T130
i i T120
y % 80 1
': 5 T110
£ 70 T &
£ § 100 B
. g 60 ‘ 1™ 5
i 3 50 1 turrz;tn:er ::90
“oa0 ; - - 80
1998 1999 2000 2001
= ﬁﬁﬁ = (\:f_"“ B i W TR
. Leadership in the community w

Major focus on tisk mitigation, environment & safety IAG

Jnssrance
Ausrriia

» Government relations o
— HiH Royal Commigsion
— Fire Services Levy
— Other taxes
—  Tort law reform
- Terrorism insurance

» Corporate relations & sponsorships
— 5t John's Ambulance
— KidSafe
— Staie Emergency Services
—  Community Help program
— Crime3afe grants

‘@ ) Pl - = na s Avstba S Limied
MElA el SGo gEC R s, oy W AEHEQ 020 739 B2
FHELUALMCY -

2
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Leadership in the community w
Major focus on risk mitigation, environment & safety IAG
» Sustainability ' . i

— Climats change
— Environment
— Safely

+ Communication and engagement
~ Proactive media relations, eg Reversing Visibility Index
— Joint iniiatives and forums, eg Help Expo

e . - == - ! Busirails Group ik
wighn _sm'g sclo gy e Bowm. e & et

peT—] 8

Virtuous loop w
]AG
increased scala of Al
operations
Reduced capital
required per §
ﬁu;?riss;n e premium {lower fixed
’ costs & conceniration
of rigk)

Facilitates more
competitive prices
& service delivery

o

Y o R
e SCI poig NERU Mg, TR g B 00 720 52

Auatralls Group Limited
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Our history

i
|

O

IAG

Insurdnce
Ausralia
QP

Conclusion & Questi n

1AG

Insumnes
Australia
GroLp

HO. 691
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Important information
IAG

Tha infarmation In this preseriation 15 an ovarview and done not conkain 20 rALELY h It Isuranze
bs intendad to conatitubes x auhdiary of cencin inf rehating to In Australia Groop Limited {"IAG") and done not Ausmalia
Purpertts ba 3 complets descriphon of WA or b offsr of RESE which & by b dubjmct orf 3 P Group

The pro-forma financlal Infermaticn 13 Intended for Informational perpexs only, and deor not purport to be ndisaths of tha
resalls tht actually webld Have Basn obtised or tha Ahanclal pasition that sciually waid have extsted duting and for the

pRrinde , and in ot y aflA%En op oy rmuit o | paition to b axp ik st
periods.
Th inf inad in thiz p hax basn praparmd in goad faith by BAG. No meprestdivn oF wistandy, CIpTes
or implisd, In mad- asto the wcuw adequacy or muaulw of any ar ar athwr ink

on. Tothe extent p by law, LAG, s direciors, Dd'llm, employees and agente
disoluim nl] Iinhrhw wnd absility (i ding without E any limhility arizing from fmult or regligence on tHe part of

AL, tx dimclars, oficers, smployees and agmts] for any direct or Indirect ke or damanm which may b ziffered by amy
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